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OGC Has Reviewed

MEMORANDUM FOR: Chief, Audit Staff

FROM - : F, W. M. Janney

Director of Personnel
VIA : Deputy Director for Admlnlstratlon
SUBJECT : Report of Audit of Employee Act1v1ty o

Association through 31 December 1975

REFERENCE : Memo to D/Pers from C/Audit Staff dtd
5 May 76, subj: Reports of Audit

1. VWhile the referent Report of Audit contained no: ~ =
recommendations, certain observations were made, on which we
comment below. ' ' :

' 2. The Report of Audit noted that the EAA Bylaws are
not clear as to the extent to which the President may act
unilaterally in certain areas of EAA management. The EAA
Bylaws provide that the President "shall have and exercise
general charge and supervision of the affairs of the corpo-
ration.'" We believe this authority empowers the President
to take a variety of actions related to EAA management.
Nonetheless, we have confirmed by Board approval certain of
the matters noted in the Report of Audit. As indicated in
the audit observations, the President has used his authority
in the past to:

a. Invest EAA funds - This involves the deposit
of EAA funds in the Credit Union and the purchase of
certificates of deposit in local savings and loan
institutions. This action was brought to the atten-
tion of the EAA Board on 20 April 1976.

b. Borrow monies from the Credit Union - The
President approved the use of a short-term loan from
the Credit Union in order to pay for the block of
Redskin tickets that are sold annually. In the past,
money had been withdrawn from the EAA account for this
expenditure, It was determined in discussions with
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the Credit Union that it would save EAA money to handle
the transaction with a short-term loan. This procedure
was approved at a meeting of the EAA Board on 20 April
1976,

c. Appoint a store manager - It is believed that
the President has sufficient authority within the Bylaws
to select EAA employees. In the future, however, such
appointments will be entered in the minutes of Board
meetings.

4, The final EAA audit observation involves the use of
appropriated fund employees by EAA. While the report speaks
of five employees, there are actually only four EAA contract
employees. The fifth individual, | [, operates STATINTL
the physical fitness room which is an Agency activity separate
"and apart from EAA. We agree that our authority to continue
this practice should be reconfirmed and will request an 0GC

opinion.
F. W. M. Janney

Attachment: |

Reference
Distribution:

Orig - Addressee

1 - DDA
STATINTL 1 - D/Pers:

~27- C/BSD (1 w/held)

OP/BSD[ _ ]:gec (4 Jun 76)
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MEMORANDUM FOR: Director of Personnel

SUBJECT :  Reports of Audit

. Audit Reports are attached for tha'followiﬁg”ﬁon:'TQ;QM]JI;;,l;f}
~appropriated fund activities: - oo e TR T T

(1) Government Employees Heaith Associationm,
- Inc., 31 December 1975. :

(2) Employee Activity Association, 31 December
1975. '

(3) Consolidated Charities, 20 January 1976.

(4) Public Service Aid Sociely, 31 December
1975.

;& Fund, 31 December 1975.
. ¥
£, Audit Staff of action taken
ined in the reports. =
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* .
ONl TECOMMENGAaTLs

We wish to express our appreciation again for the
cooperation extended to the auditors during the audits..

© STATINTL

¢ (ChIeT, AUTTT SUdlIT
Office of Inspector General

oo — = -

Attachments:
5 Audit Reports as stated

Distribution: -
/Orig - D/OP

1 - DDA
1 - O/Compt
1 - 0/1G
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REPORT OF AUDIT
Employee Activity Association

_ For the Period
1 January 1974 - 31 December 1975

SCOPE OF AUDIT - . .oli - = 2 il

We examined the balance sheet of the Employees Activity =
Association (EAA) and related statements of income and expense
for the fiscal years ended 31 December 1975 and 1974. We also
reviewed EAA opsrations for compliance with applicable Agency
and Federal regulations. : : _

' BACKGROUND INFORMATION

The Emploves Activity Association, Inc. (EAA) administers
a variety of activities for the general benefit and welfare

of members. Th=y sponsor social, educational, and athletic
clubs; operate z Tetail store and ticket service; and administer
the Agency exercise rooa and the Central Enployees Activity
Fund (CEAF). The Agency provides two staff emnloyees, on a
~reimbursable basziz, to the store; four contract employees are
assigned to other activities of EAA at no cost.

The EAA Board of Directors has five members. Four are .
elected representatives of sponsored clubs; the fifth, a
member-at-large, is sopointed by the Director of Personnel.

’ o .
The Chief, Benefits and ServicesDivision, Office of Personnel,
directs the operation of the store with the guidance of his
supervisor  and the President of the Board. Board actions
generally are limited to approval of the annual budget and
. the store's inventory levels. E

SUMMARY OF FINANCIAL OPERATIONS

The net worth of EAA at 31 December 1975 was $147,020.
Net income of $17,262 in 1975 and $16,678 in 1974 was derived
principally from store operations. Financial statements for
Fiscal Years 1975 and 1974 are attached as Exhibits A and B.
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AUDIT OBSERVATIONS

The store is managed efficiently and EAA financial
controls, procedures and records are effective. Minor matters
requiring correct action were resolved during the audit.

During the audit period the President of the Board of
Directors invested EAA funds, borrowed monies from the Credit
Union for EAA, and appointed a store manager. The by-Jlaws

are mot cloar as to the President’s authority to act uni-
laterally in these matters. We suggest the President obtaing-: .
clarification cf the by~1aws’frdmfthe Gffice of General ~-.m3:n=r -

Counsel (0OGC) or ask the Board of Directors to delegate'theg%ﬁ;iﬁ
necessary authorities. ‘ -

The Board of Directors is considering the accumulation
of cash and investments which now exceed %150,000 and plans
to formalize its position on the disposition of these funds.

The Office of Personnel (OP) details five employees to
EAA. The authcerity for this policy is discussed in a memo-
randun dated 17 Februayy 1967 from the then Director of
Personnel to .the then Deputy Director for Support. The
memorandun cited three reasons 1in support of 0P's present
policy as follows: ‘

<

2. The Agency, as well as other Government
agencies, historically has offered employees certain
recreational opportunities of a club, athletic, and
cultural nature.

b. Close Agency review and support of such a
program stems from the security implications of -
participation by Agency personnel in these activities
in non-Agency groups. '

c. An EAA program of this scope and nature
has long been considered to be an Agency activity
comparable to that afforded by other Federal agencies,
and, to this extent, appears appropriate that the '
Agency support these activitief from appropriated -
funds. '

We are concerned whether either (a) or (c) constitutes

appropriate legal authority. Each federal agency stands
alone in obtaining appropriated funds for authorized purposes.
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To our knowlcdge there is na_general_authori for any
Agency to support a recreational program in the absence

of specific app10p11at10n authorlty We suggest OP_request
Office of. General Counsel guidance on this p01nt. One
possibility would be to obtain this authority by having

the Office of Comptroller specifically request the necessary
funds from Congress.

Reason (b) cites, in effect, the Director's special ' _
authority to expend funds for confidential purposes. " If it .. . o=
is decided to rely on this authority alone, it may be appyro- == - --::

priate to present the matter to the DCI for his approval. =~ . "
~THe Wemorandum of 17 February 1967 did not request approval
of the DCI or the Executive Director/Comptroller for the

continuance of assigning staff employees to EAA.
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Employees Activities. Association
Balance Sheet

31 December 1975

| o assers g
Cash on Hand and in Bank . R o $ 65 713 :
Savings and Investments _ : 84 782
Inventory, at cost 26,235
Prepaid Expenses ‘ ’ o 627
Equipment, net of Accuwulated S :
Depreciaticn ) : - 4,227
Central Employee Activity Fund
Funds Held in Trust - .§82,742 ,
Less: Due rFund o 82,742 _ -0-
Total Assets | . _ | $181,584 -
| v
LIABTLITIES AND NET WORTH
Accounts Payable ' A _ $ 25,360
Taxes Payable : 2,993 -
Deposits on Special Orders o : . 133
Accrued Expenses 6,078
Net Worth: _ S ‘
Balance, 1 January 1974 : $112,704
Net Income 1974 _ ' 16,678
Net Income 1975 17,262
‘ADD:  Adjustments agalnst B
prior years earnings 376 S _
Balance, 31 December 1975 .- - .. ._147,020
Total Liabilities and Net Worth T $181,584
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.ﬂ: Exhibit B

Employee Activity Association
Compuratlv Statement of Incone § Expense
For the Years Ended 31 December 1975 and 1974

1975 . 1974

Merchandise Sales I L $347,702 7 8307,891 0 <000
Cost of Goods Sold .- - - == w-- - 208,738 "= 256,973 oo S
Gross Profit on Sales - - . - 48,964 - & --50,918 i T
Other Income -
Membership Dues 1 |
Interest Incone 4,629 . 3,342
GSI Barbershon 2,832 2,048
Ticket Sales znd Club Activities Net 3,917 3,590
Total Other Income 25,461 22,528
Total Incone’ - L 74,425 75,446
. ’ ‘ ,
Other Exp ns2s ' :
General and Administrative : 43,519 45,461
Employeu Programs ' 13,644 11,307
Total Other Expanses . 57,163 - 56,768
Net Income $ 17,262 v $ 16,678
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MZNORANCUM POR THE RECORD . .. . o 1 November 1951
| SUBJECT: Use of Appropriated Paide for Becreational Pacilitise
1. Ths use of appropriated funds for rocreational facilitise,
. unless axprasaly suthorized in the Approprisation Act, is reatrictad
by 31 U.S.C. 628 which provides; "Except as otherwise provided by
law, suma appropriated for the variocus branches of expenditure in

the pudblic servies shall be applied solsly to the objecta for which -
they were respactively =ade,” and for mo others.”? . _ .

" 2+ The leading Comptroller decision onthe subject 13 found _

in 13 Comp. Gen. 147, Compireller-Generalts opinion was reguestsd ~
on : of providing recrsationsl facilitiss for civilian .
exployses engaged in a river and harbor project at Midwsy Island, '
Thers were no civilian recreational fasilitiss aveilable on the .
island. Keverthelsss, the Compirollar Genmsral held; “The use of

- oppropriated funds for the furnishing ef recragtional and ‘entertaine -
ment faeilities for Government perscrnel is unsuthorized in the ab- =

" ssnce of gpecific statptory autherity or anthority by mecesssry . -
implication, notwithstanding it may be Mghly desirable  to furnish -
guch facilitiss because of the abssnce therss? otherwisze and the o
location of $he work —— in this case, 2 rivey and haxbor ampropria- - - -

. tion project ab iMidway Izland,e | - '
SA . N - - -- - .’ - . . A . L .-

" esewhila 1t appsars that the prevosed expenditurse wonld proe: - - 1 C
vids rscrsational and entértairment fasilities for thi employees, . ... .
there has been no sbowing made or even any allegations that such . '~ =~
expsnditurss ars reasonsbly within the purview of the appropria~ . -
tion for rivers and harbors improvements proposed to be used for :

the prosecution of the project in queation, or that such expendi~ . -

tures are essential in, or evsn reasonably iocident to, prosecu-- i/‘, .
ting the w:act. ) e~ . Ll e e e Tt T

J. This dedision was verifisd/in 27 Cemp. Gen. 679 where the S
Bavy Depariswnt, seeking to yprovide a recreaiional supervisor for .- . U
itz «dvilian employses, reiied for antherity to expense such suwas - P
upon an Exsenilve Order which siated,%Ihe head of each agency in R
accordancs with applicable statuise, Zxscutive (zders, and rulss, .- < - .
shall e responaidls for personmel Ransgemand in Bis ageamey.® . I -

.. Do

: itd Compirelier Gemsral Reldy "%hils recrasational and enterw -
talrzmnt rogrems for siviliam employees at £281d zotivisdes of the ~ -

Havy Dspariment ey De adainigtzraitively dosirshlae, thay hare at most

l only an indirset bearing upon the purposes for which the Depart- = G

B nent's avprovriatiors ware made, and, in the adsencs of & clzar S

) legislature sxpression that appropriated funds be used inm conmection
with such progrsms, the uss tharsef for ihw payment of wslaries of R
civilian personnel--sithar cn a f0ll tizne o pardt tine basis——to 77 . LT

- davelop, orginise, and supsrvise swplsyes reersational asiivities E
i3 not aut‘aoriaad.’/ . ) .3
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L. Two unpublished dacdsions verify the holdings of the above
cases, but give a widep latituds of facts to which we may nmatch ap-
plicable situations. “In a decision of 1k October 1943 (B-373LL)
ths Compiroller General diaapproved a voucher in the sum of 83L.50
for the purchase of basketballs, baseballs, and other inexpensive
recreational facilities to ba used in civilian employee camps located
in a national forest under the U. S. Forsst Service.. The camp. in ‘
question was located more than a one hour drive from any community
and it was contendsd that boredom from the lack of recrsational
facilities was causing a large and expansive labor turnover in & .
tight labor marksti, C _— . - :

st : R . ..

_The PSv:nriric:o relied for authority upon this langusgs in thelr
appropriation acts *Suas may be expendsd for expInses nDACASIATY .
to enable the Seerstary to carry out the purposas of the Act em-
 titled 'an Act for forest protection againat the whits pipe blis- .
tar mstl.n - . R . ' . . R

. The Comptrollar Genaral helds wihils the furnishing of such
equipment may be highly deairable, particularly under the cordi~ .. -
tions set forth in the statement of the Acting Regional Forester,
they constituse expensey which ars personal to tha employess rather

than chargeabls to appropriated funds.® L

¥

So ﬁ B"!&9169’ m 5, 191‘5’ tha c@mlm General A e
allowed a voucher in tha sum of $15.30 submitted by a certifying
officer of the Bonneville Power Administration for the rental of
a movie film. This film was to be used for entertaining employeesz
at a cawp where there was no permanent population, no stores, mo .. .
post office, and no facilities for recreation and entertaimment. . -
The closest town was 35 niles distamt, - _

The disbursing officer stated familiarity with 18 C.G. 1L7
but feit that since the Bonneville Act Zranted tbe Acministrator
authority to make ®such expenditures for offices, vehicles, fure - -t
nishings, equipment, suppliss and boois, for attendancs at meet- - .
ings, and auch other facilitdes and ssrvices as he may find nec- L
essary Tor the proper acal deiration of Lhe Act®, such an expen=
ditare was lagltinate. : S

T e

Hotwithstanding the broad terms of this authority, the Compe" . . =~ . ==
troller, ngain referred to 31 U.S.C. 28, ataiad,: »3ince thers ia ~-- .. T
nothirg in the appropriation...wnich r2asonably msy be conatrued —
as making the appropriation available for the furnishing of enter- . -
tairment facilities to its employeses, thers would appear to e no
sound basis for departing from the rule of 18 C.G. 147 and such
being the case, it mmat ba held that an expenditura ol the naturs
here involved is not authorized.” ' : o
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STUNT

" Concerning the terms of ths broad suthority, be rejoined that, .
“'I‘hergoia Pelieved to be no rocm for dewdbd ihat such sathority is
not sufficient to randsr srprepriate funds available for any iteas
of szpenditurs the Administrator Ray &pproys, rsgardless of itg |
natura, bt that It is to be limited to expenditures the purposzes
of which bear a dirsct relationship to ihe purposes to ba accom=
plished by said Act, namely, the production, trmiasion_an:l Bar-
keting of elactrical anergy.® - . _

 fron the terer of these de that
6. Tt will be ssen from the tensr of these decisions
expenditurss for recrsatiorpal facilitiss, whether in ths form of
providing propertiss or' supervision, is extresely lindted wi-thout

express authority in aa appropriation act..
R . . . . ) - _
CoC/ML2simm - P : ~
) T ‘ - A s . £ -
AY i
1] . : -
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